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Dear Mr. Terreni:

By correspondence dated December 1, 2009, the Office of Regulatory Staff ("ORS™) submitted its
reply to the request by Avondale Mills, Inc. (“Avondale™) that the Public Service Commission
("Commission”) reconsider its Directive of November 19, 2009 (“Directive™). Avondale would
herewith reply to the issues raised by the ORS in its correspondence of December 11, 2009.

First, Avondale would reiterate its position that the Directive requiring Avondale to allow its
customers having arrearages resulting from their July bills to pay their July arrearages in two (2) cqual
monthly installments beginning December 2009 constitutes retroactive rate making which is
impermissible under South Carolina law. South Carolina Electric & Gas Co. v. Public Service
Commission, 275 S.C. 489, 272 S. k. 2d 793 (1980). The ORS suggestion to the contrary is not
supported by the evidence or the law of this State

While the ORS concedes Avondale’s right to collect all arrearages due it as permitted by law, the ORS
rcfuses to acknowledge that the Directive impairs Avondale’s ability to collect delinquent balances.
With approximately 10% of Avondale’s customers not making a single payment since the June bills. it
is clear that a substantial number of Avondale’s customers arc confused with respect to their
obligation to pay or are taking advantage of the confusion created by the Directive.

The ORS further suggests that it is uncertain from Avondale’s correspondence of December 19, 2009
as to how payments by customers are credited to their bills. However. Avondale hus routinely
informed the ORS of the difficultics that Avondale has encountered in collecting its outstanding
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customer balances as well as the steps Avondale is taking to collect those balances. Most recently.
Avondale representatives met with ORS staff December 9, 2009 to provide a summary of collections.
The ORS is aware from Avondale’s consultations with its staff and its filing in this matter that cash
collections are applied to the oldest outstanding invoice first. The ORS is also aware that Avondale
acknowledges the constraints imposed upon it by the Directive in collecting July arrcarages. 1t s
important for the Commission to understand that Avondale has met with the ORS and discussed
prospectively Avondale’s intentions to collect outstanding balances by all lawlul means.

The ORS seems to concede that Avondale may credit payment {rom customers to the oldest invoice
first. However, the ORS argues that the Directive requires Avondale to allow its customers until
December 31, 2009 to pay one-half of the amount of their July bill and until January 31. 2010 to pay
the full amount of their July bill. The ORS interpretation only serves to highlight the confusion
created by the Directive. First many customers are current in their payments to Avondale. Surely. the
ORS would not suggest that Avondale has over collected these accounts. Nor would one assume that
the ORS would suggest that Avondale refund these customers an amount equal to their July billing.
More importantly, the Directive, as well as the ORS interpretation, creates a billing nightmare. Would
the ORS require Avondale to bill its customers their December bill and half of their July bill? And.
were Avondale to do so, would Avondale have any realistic expectation of being paid the correct
amount of such a billing? Equally unclear is how Avondale would be permitted to collect an unpaid
or partially paid balance.

Last, the ORS requests that the Commission remind Avondale of the importance of completing the
transfer of Avondale’s water and sewer systems to the Valley Public Service Authority (“Valley™) and
Aiken County, respectively. Avondale need not be reminded of the importance 10 it and its customers
in completing the transfer of the water and sewer systems 1o Valley and Aiken County. Avondale
representatives participate in status meetings on ncarly a weekly basis. Moreover. Avondale paid
$200.000 in December for engineering and legal fees incurred by Valley in their preparations for the
transfer of the water system. Indeed, Avondale petitioned the Commission December 10. 2009 to
approve Avondale’s transfer of its water and sewer systems at such time as the parties satisfy all
conditions in any asset purchase agreements. While it appears from its correspondence of December
11, 2009, that the ORS would recommend the transfer of the water and sewer systems to Valley and
Aiken County, the ORS request for a Commission reminder serves no constructive purpose but seems
designed to divert the Commission’s attention from the fact that Avondale is entitled to recover all
outstanding balances due it for services provided to its customers up to the date of any transfer of its
water and sewer systems.
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For the foregoing reasons as well as those set out in its correspondence of December 9. 2009.
Avondale would respectfully request that this Commission reconsider its Directive of November "19.
2009, and permit Avondale to take all lawful steps to collect all delinquent accounts in full. including
the July 2009 delinquent accounts. without the constraints set out in the Commission Directive.

Sincerely,
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ELLIOTT %’./H’i.LIO[ [, P.A.
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- - /
Scott Elliott

SE/mlw

ce: Parties of record
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